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China’s "“"Soft Power” in Southea

Summary

Chi'mmagr owi sgppfus'@oowwfSout ke amit| iAsamay i nducements in
culture, diplomacy, f o+heaisg npraeisde n tterda dnee,w acnhda |il nevne
foreign policy. By downplaying mangtcoefyiwtihg
countries and regional organizations on such i ss
|l argely all ayed Southeast Asian concerfiss that Ch
di pl omatic engagemeinted cwanpiam @ do 1t ol it hiet ek ratet ent
St ates, has earned the country greater respect i
and market for Southeast Asian goods has also en
Manyl geahs cont'sendrowabhgChhnhhuence may come at th
and influence in the region.

This report provides svisoénceopoard amalSpsitheafst CH
di scuss the consideiabtdeUr®giminli Taderyreppeseénde s
evolving diplomacy and more active role in regio
Sout heast Asian Nati oims f(OASEAM) .ai Al tthoho Sgphu t leiarsa
regions, iusandiifffyi camldt ithclqudes a broader range o]
devel opment assistance (ODA) offered by major in
relatively | arge. Chi inmain y € o e diclt eegsthaolold eb uthe
strategically important nations of Burma, Cambod
economic aid to Indonesia and the Philippines.
Chi'matrade with ASEAN countries is |less than U. S
compared tom $I6&.00D6HI,I lbiua i s expected to exceed
and beyond. Furthermore, although China runs a t
deficit with ASEAN countrieASEANS8tRadhel ®éfoincicomp
billion) China appears to have moved more quick
with the region through establishing free trade
i mportance of the United StatestatovASEANthmadefh
the United States i s &t iflolr ed gmajddrr escauri nev exsft nemd
4%from 2002 through 2006 '‘$ompared to China (ranki
Anal ysts di'éf kstnegrene ri nGQheinntai onsdi nh&out hmpkitcaAsti al
the United States. Some obserswermngs oavi qige stolidt ptolwe
and Bsipimg is the decline of U.S. influence in
i mplicati’'ensi ef €&heannado tt hzaetr,o astu-ghbe ayseta ri'sn, tBheei jnienxg
priority will be economiteddeebppmentwebhhdashahedcdC
Sout heast Asian countcroinetsi,n uviinegw |tehaed eUnsihtiepd rSotlaet e
benefi €ompeting U.S. policy approaches include ¢
political and economic enga'gsemérste,i ort el rsdgird m
di pl omatic, foreign aid, and'secomsemie@bpiteswéthde bie
updated as events warrant.
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China’s "“"Soft Power” in Southea

or ei gno bpsoerivceyr s of ttssngradwirn ¢ uit ref IChe mae i n Sout
ot her parts of ‘tslhd twediwklromacyt sf osei ghn assi s
and investment, and the vi dwnsopacChhammiass a va
of f enisni tehe regsoRepubéi BPeopl €hi flaeiPRC) has g
nati onatlhrionagghe adopting a more accommodating for
regional organizations, pr ovindcieng asnidg nbiofoisctainntg ain
economic ties, with considerabl?cltemeafiintys t ®c & 10 umie
anal ysitss,riGhinga soft power has become all the mo
i nconsistent U.S. attention to the region.
The t'ssaofmt "mewer, ginally conceived by Harvard Pro
the ability to affect the behaviors of other <cou

one goals. “Byr ¢ dmawadescrli peas pmi hiatrea ryn imi eggch t .

States has exerted both hard and soft power i n S
Sout heast Asian peoples historically have been a
values and instpbutcbes, hueanmailbtssystem, hig
technol ogical advances, and internationally reno
States also remains influenti al as a |l arge mar ke
to somd cators, in the past decade, many of thes
both absolute and relative ter ms.

For many ansalgyrsawi,ngChiimnfal uence or soft power i n
mostly economic amtthpowéehpn oul t'eamglhogwbngpabitit
to affect the actions of state actors |l argely st
trade, and investment. The PRC has also wielded
|l esser extent, admiration of China as a model fo
emphasshkaroend ASianaddl teen, overseas Chinese com
i mportant parts in the econonsiiean sstoactieest.i efsl,o nagn d
of fering economic inducement s, China has allayed
threat, assured its neighbors that it strives to
community, and proaurcegi oreatlhrhewmeh i disd,t ot tedhde, a
China may be gaining on the United States in the
wel | , at | east in some countries in the region.
I ndonesi aomfs MaldaYsgians poll ed had a favorable vi
to 83% of Mal aysians and 65% of I ndonesians who
themselves are more popular than theirewountry,
towards Americans in 2007. The figure for I ndone
1 Southeast Asia includes East Timor and the 10 members of the Associatmntwfast Asian Nations (ASEAN):

Brunei, Burma, Cambodia, Indonesia, Laos, Malaysia, Singapore, Thailand, the Philippines, and Vietnam.

2China’'s “charm offensive” was penned by ChhimmOffemsive Kur | ant zi ck
(New Haen: Yale University Press, 2007).

SAccording to Nye, hard power may also include economic mig
Ny e’ s 1 9Bauhd tb leadkThe Changing Nature of American PoiWike concept was further developedis

2004 volumeSoft Power: The Means to Success in World Palitics

“ln the Southeast Asian context, Chinese “soft power”can ir
cooperation on nontraditional issues, infatuation with the new China,ut@hibenefits of tourism and education,

di pl omacy and style, and networking and reciprocal obligat

Percival,The Dragon Looks South: China and Southeast Asia in the New C&Mesyport: Praeger Publists,
2007),pp.111112. See al so Hugo Rest al | FarEaStarm Ecenonic RBvieWlayf or Asi an H
2007.
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15% in 2003 but remains Qalel shelikwnighex2e@@ imnat ¢
the Philippines, whichgramles Uhi ted iSh atles wor ladt
gl obal affairs, a%Scuocrhditmge ntdos a n2 0p0o7l |ssurlveedy .Jos ep|
although China’'s sedqdual firmom Afmergavwer, it would b
it is makiagtime for the U.S. to pay mbdre attent
ChimaDiplomacy in Southeast Asia
Chi'maposture in Southeast Asia has undés gone a t
support f or wviarrsiuorugse nccoimensu niinstt he region during t
response ’'st o nVciuvertsniaom i nto Cambodia in 1979, and
islands in the South China Sea during the 1990s,
Howewvw, since the Asian financial c¢crisis of 1997,
benefits, or soft power over hard power, or the
Asi an states. Il n 1997, duriprgaitde Asitame frnea@inem a
refrained from devaluing its careenogmywhlioh2b6éP
China and other c¢claimants to disputed islands si
Conduct of Partiea,iwhtobh @oaahl¢hredu6ed tensio
there i s a gener'sltagteemehadavehahagpedato a mor e
with an emphasis on soft power, there is |l ess ce
Chi'sneglos have changed accordingly.

BilateralRegridnSdb Relations

An anal yss shbiolfatCéqrn amla rel ati ons -wegihoSalut dhiewissi A8

bet ween its relatively more influentiuwllarploysi ti on
Bur ma, Cambodi a, and Laos, and its relatively 1|e
Asian states (Il ndonesi a®Thahé aRldi,| whpil mesnor @nd ndie
Burma, Laos, and Cambodi a, andNATlO md |wi tohf tthhee Ph
United States, appears to be relatively more con
other regional estegesn Musnldiomesima,t Mal aysia) | oc
they do to the rest of the Muslim world for mode
Musl ims represent approximately half the popul at
ma rmet iSout heast Asi a, this should place | imits ol
there. 'sViuemtimqaasra hi storical relationship with Chir
China and a more recent bordetrowahickwit{hoaésowopl
nations wil/l |l i kely come together. Singapore, th
in the region, has promoted a balanced approach
A core differ ésncamdbrs evseefnt Chdwear i n Sout heast As
principle of their respfexrtaiven apolrioayx heppr dad he <
contain elements of an array of prioritties inclu
said, the U.S. approach places an emphasis on de
main theme of promoting U. S./s“rseicnutreirtfgeorienntcger e st s .
is less intrusive in the idemdastiisc agpfpfraoiarcsh arfa yr eng
5The Pew Global Attitudes Project, “Global Unease with Majo
6“Filipinos Rank High i AffaiSApcprdingtoildlgt i be SuBveiyn” WSokdal Wes:e
Stations (Manila), June 2007.

"Joseph Nye, “The Ri Ml Sirdet JQumalPeeemiser 29,2005. Power , ”

8 Percival, op. cit.
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wi despread admiration, it is more palatable to r
someti mes earns public appreciation because it a
Chi'machanged isl amtigrhalAursdlratlii@ are an interestin
Sout heast Asia and demonstrate how the economic

relationship with a state that i's agclboose treaty
economic growth in recent years has been to a | a
China. This has produced a reticence to adopt po
some discussion oNewhz2elWreathtaldhtee sAuasltiriaalnicae pert ai

potential future conflict over Taiwan. Australia
bet ween its robust and i mportant security allian
and lucrative trade with China.

Reigonal Organizations

China has been an increasingly active player in
Asi an states suc-hASIBAMSE@GWN pd us)Jampmamd dhme Fawsth
Asia Summit (EAS), whiuthh ikuocrleuad,e sl nCdiian,a ,A ulsatpraanl,
Zeal and, as wel | as the ASEAN st ates. The diplon
2005 is particularly noteworthy. The Il ack of U. S
with the centtaeld 6btheeshhbastpbayered in the Asi a F

(APEC) group.

The formation of the EAS also demonstrated the
states have with China. Some ASEAN &§ewtes prefe
eal and-Ameracmaonbal ance to Chinese infl'ssience. O
avor 1 s increasé€mormreoghsoiraal egdppoeupiefiggrecadas t he

n the part of some rceegnrtemalf ozstwuat eRaberi &€ hmor a A
roup that woul d i"™Molviedne ntthe nUnihtiesd d$traetcésd.on cai
ormer Prime Minister Mahathir Moharmmady of Mal ay
rouping throughithe€abBass. Asia Econom

d
r

r
C

Q +~Q o —+~ N

ChimaForeign Aid to Sout heast

Chi'smaf oreign aid has had a growing, tangible imp
although it is difficult to quantify, due to a

Chinese Jlssicdmmearei son to major bilateral donor s
relatively little devel opment assistance and | ac

9 For further information, seERS Report RL3301®ustralia: Background and U.S. Relatioiy Bruce Vaughn
10 For further information, seERS Report RL3324East Asia Sumin(EAS): Issues for Congredsy Bruce Vaughn

URichard W. Hu, “ChinaBantddEagt Amphhnc€ob nMheabBdokngsChal | enges
Institution, presentation on October 2, 2007.

12 Several reasons are given for the lack of relidaka on Chinese aid, including the following: many forms of PRC

foreign aid, such as loans, the building of large public facilities and infrastructure projects, and trade and investment

agreements, are not counted as official development assistance @®pajincipal form of aid provided by major

donor countries; China’s aid comes from a variety of gover
funding for such assistance foll ows t he inRGalihcements;r shi p’ s d
Beijing is reluctant to reveal aid totals because it fears domestic criticism for its aid efforts, given its own large

population of poor.
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goals and MTHeocRRG ngdmiindi.sters a wider range of
i ncl ueddeesv ennoconp menti naied easntd |looaw s , as wel |l as trade
According to some analysts, when these kinds of
| argest bilateral aid donors in Southeast Asi a.
Furt hercnaoursee, (bhei na of fers assistance without the
place on aid (i.e. democratic reform, mar ket ope
garners appreciation disproportrigenampatd ®©Dme si z
recipient “Yovaeaamomlemdigntodr f er ence "iomt@omevs nisc af f
friends not only among Southeast Asian governmen
because it iIis regardetdsocawsergnspectAlut hodgh hRPRC &
reportedly is often not carried out as pledged,
to the recipient countriéMangf PREC aadr ipe®jgreat
government rhawitlrdiicnqusr,e,i mind energy facilities, of
| mp&xport Bank and built by Chinese companies, &
benefit capital cities or the gowgeowereanihesnti n pow
organizations (NGOs), and |l ocal groups have crit
democracy, wi despread, sustainable devel opment,

ChimsaAid to the Least Developed Count1

Many reportisn dfhePR@gdaioth focus on Burma, Cambodi :
countries in Southeast Asia and ones that have h
States. Chinapismabppséedémfehi tdhpatcomntri es and p
“impl icit sect®Chiwagahsanpeevides considerabl e as
its influence upon its former adversary appears
States has a major aid p'tHosveweactcor Eambotdoadand
of ficial development assistance, which does not
donor among these countries.

Many observer’'s tpraontdhato&hspandnnoai d efforts a
economiact iionnt eignfr Sout heast Asia negate efforts by
economic reform, reduce corruption, and protect
Ot hers counter that, on bal ance, Cha naensde tahi adt pirto
does not excl uadied optrhoegrr acnosu natnrdi eosbj ecti ves. Furth
reportedly takes on aid projects that other dono
hardship. I n recent vyierafrrsgs tChu atawerher $eerdd peamag regyt ma
Bur ma, Cambodi a, and Laos t hat rely upon Chinese
|l abor Often these projects help China access r a

13The United States differs from other major aid donors in Southeast Asia such as Japaanfoopiies, and
Australia, in that it provides not only ODA but also considerable security and military assistance, particularly to
Indonesia and the Philippines.

“China's conditions on aid ar-erequifing aichregd ine retr sn attd osniad p aratt htetre |

China” principle regarding Taiwan and China’s agenda in th
Jane Perlez, “China Compet eTheMewirdrk TiMeSeptemben 182006. t o it s Nei g
Catherin E. Dalpino, “ Co &taemgnihefore thesSermte Caanmiee onvForeign Chi na, ”

Relations Subcommittee on East Asian and Pacific Affard une 7, 2005; Heritage Foundati on

Asia’s Forgotten dncerLadu,r'malJulCambd,di 2007.

171n FY2007, the United States provided foreign aid worth an estimated $55 million and $61 million to Cambodia and
Vietnam, respectively. Most U.S. assistance to Vietham funds HIV/AIDS programs.

Congressional Research Service 4
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t hat Chitnreise m@mardt imf the region i s -tdi afefrisd Kiynagq g,
in personsmaarcdtdawsntedrf orts, programs involving ¢
el ections (Cambodia), and®historical preservatio
Bur ma

Accortdoi nsgome reports, China has been the | argest
including $1.4 billion to $2 billion in weaponry
nearly $5 billion in |l oans, plamdati amd Rydi @ meow
and oil and gas produdChobna had hgtpedltheaBupme
roads, railroads, airfields, and ports. Foll owi n
Bur ma in 2003, ChinaaneporBedma ahnga2onobOedi &l i on
promi sed another $200 million | oan, although son
actual |l yYUpSoviadedt o Burma (an estimated $12 mill
to humani taduaat, i 'ealdmd democracy programs for

' iving al elnhgaitlheen Bubrorader . I n terms of official

reportedly is the | argest bilateral donor to Bur
(@0-200%)

Cambodi a

Japan, the United States, France, Australia, and
to Cambodi a. Foreign aid to Cambodia is coordina
Cambodia, a consor tciivam oofr gianntiezrantaitoi nosn aaln df idnoanno r

auspices of the World Bank. Since 1996, the CG h
averaging $50&CMmi haipnopedeyenel atively |little d
be one ofsoture elsarogesatid when including |l oans and
infrastrucitpwmwe,r Ppmobjlydrsoin the kingdom. I n 200¢
Jiabao pledged $600 million in aid and |l oans to

2007, for t he afiidr stthrtoiungeh, tQhes nQaol nesflufl it nagt d pvreo cGers
CG pledged $689 million in assistafdce to Can
t R2e0 0290 Op7er i od, China pledged $236 'million in
mithesEg$2l1d *»@ambodna is a relatively | arge
ance. The United States prov2@®d fapmpr oxi ma
car e, HI V/ Al DS progr-aaingj ngpasicouetecaerony
S and ot her agcotviewintmeenst,al moosrtglayn itzhartad wgnhs n(d
i

OO AT~
Q"D W WO TS

o~ o

B« China ranks Noo.diZ2a’isn Tdaivehi,nigkudaBBikenitoting AsmPacificOctober 12,
2006.

BJjeffrey Yor k, * TrtematidnalNéews’' ©c Enbakrefs, 2007; D&Goddd St einberg
u. S. Sanct i onaleGlobalOglihedayd® 204; http://www.narinjara.confiteportsBReport. ASP
XTestimony of Jared Genser, “B@hrimaa’'Rse | Rdlie nisrhitphe WarSl.d:EcTom

Security Review Commission, AugustZ)06.

21 Organization for Economic Cooperation and Development (OECDhig§eéwww.oecd.ordiome!

22 Kyodo NewsJune 21, 2002.

ZKer Munthit, “Donor’ s Pl edg Assckiat&Presdewswiresdune 20,200Ai d f or Camb.
24 Economist Intelligence UniCountry Report: Cambodj&eptember 2007.
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Laos receives approximately $250 million in fo
the Asian Development mBtamk$ & ADBi)I lainan tdared Wb
on, “YAexsmwe dti in\ge It Y. e2n0ed 2r, e pCohritn,a iwa s2 0tOhle sec o
hd atoecp sources of official devel opment
P4 are dmapanF(&®wSe mi$21 million), Swed
lion), antdSAnmse¢rvheal §5421 $jo@hina h
al-i greame st Il @avns, high profi devel opmen
iinvest ment . Devel opment and r - forms of
7 o] h

i
r
S-
r

n e
power projects orth $ 8 i

i
i

o] mi | n, yout
rams, and a

r

e

[

1

r aviing intge d |V e2n0t0i 6a n eC h
mi ¢ and technical
aid donor, providin

g u
ed $45 mil |
s is a rela
on between

I MWOoOT TrT0o—~T Q3
- A =S< 0O S-SHBY o —
- o008 R, w3 —O0
—T0Q " 3& TU1T 0 T3

w
ricul t
ion in e
tively
2005 a

et nam

cogdtiam some reports, China may be the second
ncluding grants and oans). In 2005, the PRC
d Pban2006, Beijing
d ship building faci
a
t

I
6 p
i lities. Japan and France
oviding n annual ave
o] r
r I
i

r
[
rage of $6200%i)lLlion and
cording some expert
etnam i s el atively i
etnamese'sgboemamennvi t
e APEC Novemberno#0006 summit in Ha

s, LaompasCathnthoweBcremann

<<P>PTOD~P> <
-0 TS5 TO0 R

—
>

(O]

ovided powvans deveViopmeaimn,

mited. I n December 2006,
ation to Taiwan, a major

ChimaAid to the More Developed Sout he:

— " 0D DD®®

China also has provided considerable aid to th
such as Thailand, I ndonesia, and the ®Bilippin
security, economic, and aid ties with the Unit
dramatically increased devel opment, security,
Philippines as part of the gdloypaflawasuromad eg o
United States and China in foreign aid to thes
reported aid projects in Thail and. However, af
on militaryehatesda@unei ty Thail and worth appr ox
25 Asia & Pacific Review World of Information, July 30, 2007.

%Joshua Kurlantzick, “China’s ChCameagie EnHowpdntificyBtiefrmmMg of Chi ne:

(June 2006)This measurement of PRC aid likely includes loans. By contrast, U.S. foreign assistance, with the
exception of food aid, is predominantly grdrased.

27 OECD data.

O 500

= (D

2“Vietnam to Borrow Nearly ReOplo BMRSOUIS.DLDO\I2QOLYHf rom Chi na

http://english.people.com.c@®ctober 30, 2005.
29 OECD data.
%Roger Mi tton, “Bei jing Ref us e sStrdits TdmegDecerhbar®2 2006a f t e r Rebuf f
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ptember 2006 military coup, Chin

e Se
nd training.

Indonesia

According to the Organization fO@EER),notmh & ICorogpe
bil ateral donors to | ndoneG5)a,, arne alna paavre r(a$g%6 3a nmm
Germany ($191 million), the United States ($163
Netherl ands ($128 mil7,i o;nnNnuaBletWeX.n a&00Vi2s taanndc e 0t0
about $13Bcawrdiimogi.t o one ’sexapiedr tt,o ilnn d200n0e2s,i aC hwi ansa

twice that of3lthh@ 00, t PRCStPatess dent Hu Jintao ar
Susi |l o Bambasiggiwed haydeol afsattriaotne gpiréd dplaaritmmia&msgs hai p

accompanied by a promise of preferenti al l oans w
criticigzerdelCahtiinmel y | i mited offers of disaster r
earthquake and tsunami. The PRC pledgei5863 mil |
million and 't h$edhilUliitoend St ates

The Philippines
The top five bilateral ODB2A0 @W»,noaors arm aiher &Pdie | dmpmp

were (J&pP@6GB million), the United States ($114 mil
($38 million), and t3len N2eOtOh6er |tahned sUN(i$t2e0d nHtlaltieosn)
million in development, securitycoradnidngmioltihtearr y a
sources, the PRC has become a major source of fi
Philippines, 'andi dnt d@00Be EBhi happines, including
U.S. asdinstlamauary 2007, aPR@nHEr &mii éi pWe meki b esi
Mac apmargradyo signed 20 economic agreements, inclu
to build and renovate railroads, inveéstment in a

A Comparison of UoRomimd Chin
Relations With ASEAN

Over the passt tdreacdhed ewi tChitnhee 10 countries that c
Sout heast Asian Nations (ASEAN) has expanded sha
i ncrease, and si zes*tAelcatridvi e@ gt d oU.CH.i-hkekeed adiatt ey, e If T
exports to, and imports from, ASEAN®Tmmantries gr

S1Al an DawsoWin™ ASi tWi at i on f oBangBok Pgsti rFge,b r Waag tyi r2dlt, o 2,007 ; “ Cur
China Ties Seen as ‘ Mor e Re sBBC Manitoting Asia Baciideebrpaty 42) 20@7: than U. S

32 United States Agency for Inteational Development (USAID).
BKurl antzick, “China’'s Charm,” op. cit.
34 OECD data.

%« China Loans to RP t ManlkiStanddr@¢ Béebtuaeanyi 6, 3298&@r sKurl antzic.
op. cit.

%“Philippines, Chinas$i §mwXa&Finargial &ewokdartuay 16, 200B 0 o

37T ASEAN members include Indonesia, Malaysia, the Philippines, Singapore, Thailand, Brunei, Cambodia, Laos,

Myanmar (Burma), and Vietnam. Note: Cambodia was not a Member of ASEAN until 1999. Foretod sak
consistency, we included data for Cambodia in the 1997 data.

%China’s trade data often differ significantly with that o
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i mportance of China to the economies of ASEAN in
also increlased shamgpgs yard8 expected to continue i
continue to deepen as a r esAlSSEANo fFrtehee Tirmpdlee mMearm tea
(FTA) and other vOipseasactfitv epoiweirt iiant ityheeswr @gi on i
Sout heast Asian economies become more dependant
the United States remains an i mportant partner f
i mportance of that trade to ASEAN has declined.

Comparing Ui Sesanllr Che With ASEAN

According to Chinese data, its imports from ASEA
to $89.5 billion, while U.S. i mports from ASEAN
billion t o*GhlilslaeX peoirttisi omm $12.7 billion to $71.
exports increased frofMtTeda8l 3UbBl I toadeo(8%5PoBt bI
with ASEAN in 2006 was sbi §BttéB. babgéiti bhanmetrtbat
billion)ChiBlaasagi dntrade growth over the past fev
with ASEAN will exceed that of the United States
bill i on rade surplus with the wwirtlhd A ShE A2NJ; 0 6t,h ei t
u. S tr

t
ade deficit with ASEAN totaled $53.9 bil!l
s

Taken a a whohek ASEANdestinat'ftn 1f90®r7 @midn D& 6¢
which was also the case for U.S. bBxpamtks. As a s
i ncsreeda 't oth3®while its rank foo"8TBe Bmpsoetseff €hl
exports going to ASEAN grew rather modestly, fro
exports to ASEAN dropped fr 6smi7mpOo% ttsoA SE.AN%.r oTshee
from 9.0% to 11. 3%, while the share of U.S. i mpo
(s&@eEQH

Table 1.Chinese and U.S.Trade With ASEAN

2005-2006 % 1997-2006 %

1997 2005 2006

change change
&KLQD: V ([SRUWV WR $6( 12,698 55,459 71,325 28.6 450.0
U.S. Exports to ASEAN ($millions) 48,271 49,637 57,307 15.5 18.7
&KLQD-V ([SRUWV Pareen$E
Total Exports (%) 7.0 7.3 7.4 3 3

through Hong Kong is counted. China counts Hong Kong as thieatast of its exports sent there, even goods that

are then transshipped to other markets. By contrast, the U
Chinese exports that are transshipped through Hong Kong as products from Chirengh&ioHg, including goods

that contain Hong Kong components or involve final assembly or processing in Hong Kong. &#R&Report

RS22640,: KDW 'V W KH -Qoipdting Q.&.Hrid Chise Trade Databy Michael F. Martin

¥l n addition, both China and ASEAN continue to enjoy rapid
11. 1% and ASEAN’s was 6. 0%.

40 China reports imports on a cost, insurance, and freight (CIF) basis tilleS. reports imports on a customs basis,
which excludes the added cost of insurance, freight, and other charges. If the United States reported imports on a CIF
basis, it would raise the value of imports by about 10%.

4l n 1997, Chi nsidASEANTwéré 26.8% ds lagegs thase by reported by the United States, but in

2006, China's reported exports to ASEAN exceeded U.S. expo
were 17.4% of those of the United States in 1997 and by 2006 alaysken to 80.5%.
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- 0 - 0
1997 2005 2006 2005-2006 % 1997-2006 %

change change
U.S. Exports to ASEAN as a Percent of
Total Exports (%) 7.0 55 55 3 3
&KLQD:V ,PSRUWYV )URP {§ 12,357 75,017 89,538 19.4 624.6
U.S. Imports From ASEAN ($millions) 71,013 98,915 111,201 12.4 56.6
&KLQD:V ,PSRUWYV )URP {
Percent of Total (%) 9.0 114 11.3 3 3
U.S. Imports From ASEAN as a Percent
Total (%) 8.2 5.9 6.0 3 3

Source: World Trade Atlas.
Note: Based on official Chinese and U.S. trade data.

Ener gy

Chi'svami neirmporftuelfrom ASEAN rose from $3.3 billi:
However's @hmnaemaal fuel i mports fsr otnb tASSIE Ami raesr aal pfe
i mports declined from 26.8% in 1997 tso b&.eh% over
active in developing ties with ASEANToountries o

il lustrate:

X I n JanuaryQEBD7LIHZV I@dld@F\ed t hat China Nationa
Petroleum Corporation signed pmwmoduction shari

Miatry of Energy covering crude oil and natur
t hr eewadteecerp bl ocks off the wé&BHXWHRUVMyanmar (Bu
reported that a Chinese oil company would joi

investing $5.6 hiidflueolns tioR Dl PAPLCEKILOHVHE NI

JLODQFLD®p:bUMHed that the Vietnamese gover nmen
stawemed PetroVietnam to begin joint oil and ¢
National Offshore Oil Corporation in the Gulf

X I n Apri |l;LOQ8BD,lHZW&SPplBQRE\ed t hat China would bui
pipeline from the Myanmar (Burma) port city
transport natural gas.

May %2&00MRQLWRWOIKQJ)d t hat two Chinese firms
4Bl mi on in an oil refinery and a gas proce:

June ;ROQKXD 1HAw SPplHQ@RE\ed'st Nati GhahaOf f shor e
CorporationsiBagineg @aomptroa@atttwiomh t he Camk
onal Petr od plummr Auftdroraditly amd enat ur al gas.

I VQOWHWIDrf e kd QDed t hat Chinese oil compani
as much as’'s$bd4lbiahldi gmrsi exphdomesioan s

etnam News Brief Serviaoaesl dmnounced th

y build a $360 million oil refinery wi

,,_
® o

~—<wnCc

———— > 0= & —

O35S 35S 9 735 W3S

- o<

c
t

5

42 Although China has pursued a number of energy related activities with various ASEAN countries, the PRC is also
engaged in territorial disputes with some ASEAN countries (such as Vietnam, Malaysia, and the Philippines) over
territory inthe South China Sea that may contain oil and gas deposits.
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X n SeptembdQKXD0IHZVided@FE\ed t hat China woul d
[

I
oi l pipeline from Myanmar (Burma) to Chonggqil

The Importance to ASEAN ofind safd onloeni
United States

From ASEANrspective, China is becoming a major t
China rankesdbas geSEANTrading parterittiar §26a5 (t he
export mar ketfy (armmid alt.ge.Stwassoux ce of i'f8 i mports

ASEAN data show total trade with the United Stat
$143.8 bill “as7DEQéHsdiecdative,l YASEAN exports to Chi
ASEAN exports rose from 2.1% in 1995 to 8.9% in
about “IT3h.e9 %B)h.ar es of MAGE®AN from China rose from 2
share from the United States fell from 14.6% to

Table 2.ASEAN Trade with the United States and China for 1995, 2000, and 2006 as
a Percent of Tota | Trade

ASEAN Imports (% of total)

1995 2000 2006
United States 14.6 14.0 10.3
China 2.2 5.2 114
ASEAN Exports (% of total)
1995 2000 2006
United States 18.5 18.0 13.9
China 2.1 3.5 8.9

Sources: ASEAN SecretariaR005 and 2006 ASEAN Yearbao# International Monetary Funbjrection of
Trade Statisticdune 2007.

Notes: Data for 2006 do not include Laos and Myanmar (Burma); ASEAN trade data differ from that reported
by its trading partners.

Foreign Direct Investment

Al t hough t td itrhpormtnaneal St ates to ASEAN trade he
China, it is stills domajigm gdource o R2voeBE ANt ( FIL
u. s. FDI fl ows to ASEAN were $13.7 billion (or 8

ASEMs 'Margest source for 'BEDFDIOvetatkds$peBi bd] |

43 Rankings for 2006 were not available. Note: ASEAN trade data differ from data reported by China and the United
States.

442006 data exclude Laos and Myanmar (Burma).

45 ASEAN data indicate thats 2006 exports to the United States and China were $105.5 billion and $67.6 billion,
respectively.

46 ASEAN imports from the United States and China in 2006 were $68.8 billion and $76.2 billion, respectively.
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total, maki'g eChailra stohier cleD ITDEBDBEA N2 006, U. S. FDI
ASEAN totaled $3.9 Dbillion versus $937 million f
Tourism
According to ASEAN todrairgtesdattar Ghiuma ewad tthars3
2001 to 2005 at 13.8 milliThe, Uacdt edmtBit ®g 8sor ad k 2
million, accounting for 4.4% of total . I n 2005,
million from®@he United States.
Table 3. Major Foreign Investors in ASEAN: 2002 -2006
(millionsand % of total)
2006 2002-2006 (Cumulative)
Percent of Percent of
Value Total Value Total
European Union 13,362 25.5 44,956 26.3
Japan 18,803 18.0 30,814 18.0
ASEAN 3,765 11.9 19,368 11.3
United States 3,865 7.4 13,736 8.0
China 937 1.8 2,303 1.3
Total FDI in ASEAN 52,380 3 170,822 3

Source: ASEAN Secretariat.
Note: Ranked according to cumulative investment for 2Q0D6.

ChimaEfforts to Boost Economic Ties wi

China entered into Dialogue rel ASEANs Dwial b gASEAN
Partner sflanuz00®, 1G8®i6nese offici-A3BAMNugDe.stlend t
November 2002, ASEANU®RHZRKWN $aUHKHRHQEW RQh&RPSUHKHC
(FRQRPLAEFS&SR DWLR®eat eChainn aA SFErAeNe FTAYewAt @®n( AG yea
I n November 2004, SHUGHHPHQW IRQDe®BUDsGHIh@ dRR®B®Y¥ RI WKH
$IJUHHPHQW RQ &RPSUHKRO®NUDMW (RRQIRHPWEHRHRQ WKH $VVRFLDWLR
$VLDQ 1DWLRQV W QE IKKEH BRVIRS GHiu@@®2d a schedul e of tar
and eventual elimination for most t &YFiofrf | ines (

47 China estimates cumulative FDI from ASEANdhgh 2006 at $41.9 billion.
48 According to Chinese data, from Janu&lgvember 2006, 3.5 million tourists from ASEAN countries visited China.

49 Current ASEAN Dialogue Partners include Australia, Canada, China, the European Union, India, Japan, South
Koreg New Zealand, the Russian Federation, the United States, and the United Nations Development Programme.

°The agreement included an “early harvest” provision to re
products (such as, meats, fish, livenaals, trees, dairy produce, vegetables, and edible fruits and nuts). The agreement

called for both parties to begin implementing the cuts beginning in 2004. Thailand negotiated an agreement with China

to eliminate tariffs for various fruits and vegetahleffective October 2003.

51 The ACFTA would implement most tariff reductions between China and the ASEAN 6 nations by 2010. Cambodia,
Laos, Burma, and Vietnam would be able to maintain higher tariffs, but these would be phased out and completely
eliminated by 2015.
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ample, for the r“AB5BRANGaetliyo nnso r(eB rduenveeil,o plenddone s
ilippines,h®ihgagpretamndfd [ ines of over 20%
07 5% by 2009, and zero by 2010. Tariffs betw

in 2007, 5% by 200 9s, e nashiglt icwker ot & yh 2\0dl 0l. o rICee 1t ap
i

e X

P h

20

8 %

per ”PAGEAQNhi na cooperation covers a variety of ar
and communication technol ogwayhumaresrtenenur,c Mekev
Basin devel opment, transportati &% ,n elnaenrugayr,y c2ud Ot 7u
China and ASBANHBPHQWIRQ FUDGH BQ($HYYHHHAM R G & KLWQHD
which is intended to |iberalize rules on trade i
I n a 2005 speech 'tho nd v mme mo pASSIESA Nt HDe aaCBoiigourses ,r e |
Chinese Premier when Jiao Bao Iisted four main c
bil ater al relations:

x Peaceful development is theaASEANrequisite for
relations. Both sides pursfueiangohipy ®é&egooc
each other as cooperat'svdepalopmensnt aad ananke ¢
opportunity, not a threat.

x Equality and mutual t r-rASEAMTrreelt datei d mu.ndBdti fon
sides treat each other asnsegsaby sedkiengdgeavor
common grounds while putting aside differenc:e

Wi-win cooperati on-AISEAINhe ed@dli ofner. Chi na

Peopl esupport is the dASEAN g efloartcieo nbse hiinnd pGhriti
because cooperation hel prlrogpdnemd pawer tsy,e erdar
up growth and dlivers a better |ife.

In 2006 Ong Keng Yong, Secretary G€henal of ASEA
economic ties this way:

ASEAN views China as a close neighbor and an important Dialogue Partner with
tremendous pential to offer. With its rapid economic growth and a population of about
1.3 billion people, China is a huge consumer of ASEAN products and also a source of
future FDI to the region. In addition, ASEAN is benefitting from the large number Chinese
touristsvisiting the region and vieeersa®

U. S. Ef forts to Bolster Trade with ASI
h

I n October 2002, the Bush Administration | aunche
with a stated goal of seeking closé&édre economic ti
possibility of bilateral free trade agreements w
reforms and openness. A potential FTA partner wo
Organization (WTO) and have conkelAigdreede nae nTtr a(dTel FaAn
with the United States, a forum designed to reso
United States has signed TIFA agreements with Br

52 Bureau of National Affairsnternational Trade ReporteOctober 6, 2005, p. 1590.

SA listing of agreements and declarations can be found on
http://www.aseansec.org/

“Chinese Premier Wen JASEANswrimiJois Hands tolCreatet A Betiere-ut@enfor n a

ChinaASEAN Relation<ctober 30, 2006.

%5« ASE€ANi na Rel ations: Harmony and Development,” by Ong Ken
Comnemorative Symposium to MarkthelBnni ver sary of China’s Dialogue with ASI
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Philippines, Singaporen FHhAi Wanhd, Sandapbetenémffe
is the process of negotiating one with Malaysi a.
due to the political crisis there and public opp
signed a TANA WwWnt8epSEmber 2007, President Bush
attending the APEC summit in Australia and annou
ambassador to ASEAN

U.S. Policy Implications

Trends, Effects, and Imphteations for

According to stsme iasnalgy dtnd,l u@micrea has coincided

inconsistent U.S. attention toward Southeast Asi
the pasiSihecadept ember 1Imen20Mhi,s tbhlee oWneS.s ognewedrar
di plomatically engaged in the region and increas

mited to counterterrorism. The perception of L

[

be reinforcedrylof 2808t e SEaneédl eezza Rice bypass
Regi onal Forum (ARF) gathering, and instead trayv
postponeASEAN §uBmit, set for Singapore in Septe
day earmrtlggdIiryepmecause of commit me hctosn creerlnast eadb otuot t
the U.S. commi t°ment to the region.

Despite a possible decrease in relative influenc
both hard and soft powerrims ®Sdutsiod dstpoAveira f or e
mai nt ai-fnasc emtudd if orei gn aid programs with clear o
humanitarian components. The United States was a
2004 nl MOccieamn tsunami, which affecTkhd BEeiveedl Sout
States remaTasr ASEANt radi ng'Jpaarntih em e @i saurarek ©
foreign direct inVestamaenthacCliomaht srihkve eh@ sader at
countries in the region.

While there is a gémetraadt iagy elteanveentc hdhmmge dChtiacmaa m
posture with an emphasis on soft power, there is
whet he's Qloiagh &c hhaanvged accor di ngly. According to o
zero sum game where expansion of its influence i
Joshua Kurl an€Chkimc& mwaytwant hado shift itekl aence a
create its own sphere of influence, a kind of Ch
countries would subor'dinanhd Wwbeld thtekestwsctoaht
Unit ed™States.

By contrast, s otme oam ald ylsargaea,wg@hgi kabanomi ¢ i nfl ue
past decade has been beneficial to the region an
Chi'mmagoal s, some o0bsés vmasst cporne sesnidn ¢ hcaa n cCehri msa, a'f
% Robert G. Sutter& KLQD TV 5LVH LQ $VLD (NW RdPK: Rdtvwhab &he Liglefielt, Q005).

5% Shel don Simon, “U. S. C&pamtivh @oaredtion®cadber, 2 & Radph Cossa and Brad

Gl osser man, “ R eGpmparatiae CorDecton8ctobern2007.

58 For further information, seERS Report RL31362).S. Foregn Aid to East and South Asia: Selected Recipiéyts
Thomas Lum

%¥Joshua Kurlantzick, “Chi na’ €Currértistory,Septeriber2@06.ve i n Sout heast
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medi umaterim, kely to be domestic (focusing on eco
that Beijing favors a stable periphery and appre
mai ntain regional security Regi oAsl astabdl ity s
Chinese economic development. China may seek to
the region, but onctynt alidfme@ititrmd [r dthtee p otstsa | teo
United® States.

Another view suggefstsGhiitntiaetntrn eqar dlnesSout heast Asi
often are exaggerated, its soft power is I|imited
2007, for example, as concerns rose throughout n
Chinese product s, of ficials in I ndonesi a, Mal ay s
the PRC government was pressuring them not to r a
were found to be dangerous.i tWwhnsn ftrhoery ®hainmae,d tthhee
government reportedly threatened and/ or i mposed
among many Sout KReast Asian | eaders.

Even some of the mdd nl ebregneefd e iiamr i su tofe a&Chti nfas i a

PRC eoak st o dampen its growing influence in the o
mindful 'of ftomenePRGupport of the Khmer Rouge, ref
China. The Lao government maintainshcel ose ties w
Vi etnamese government reportedly has quietly enc
with the United States as a means to counteract
China demonstrations, |i kel yeswd tdcho vt ehren neenncto,u riang eth
and Ho Chi Minh City in December 2007, to protes
invasions of the disputed Spratly I slands in the
administrative unitdg$¢hat would include the isl an
Policy Options

Di scussion of Howexmpamdidnme ssofCthi mawer i n Sout hea
broader discussion of Chinese strategic objectiyv
among analysts and obsaeavayerfs otmhatardhipmavelmad oma\d
past decade as it has sought to promote its inte
tactics also connotes a shift at the strategic |
Uni sedtes and its interest's rnsihg Tegioaenc€onae
Asia, and beyond is | eading some in the United S
motives out ofsapbdowar ahnhadti nifh cCrhaawe coBeii jniureg twi
eventually seek to conésstraabiinl iatnyd /toor purnodneort nei naen dA n
interests in the region. However, there also app
could | efad! tiol bi s pgiopdhestyr atsegi es evolve into
by Beijing as efforts to contain or constrain Ch
There are a range of options'stigabwcaogl|l dolheé¢e @mpvleo
Sout heast Asia. -Dakeme wWhdeobamsempioLdiciym zer o sum
t hreatening terms and who would favor policies t
advocate minor changes to refine existing U.S. p
0See Percival, op. cit.; Ri c¢ h a rBiildidg: Impticatiofis@IChalleagesa nd East Asi

A h e aTihe Brookings Institutiorpresentation on October 2, 2007; Robert G. SUBEKLQD TV 5L ¥HcibQ $VLD

8lAri ana EunjungTChde CdédmplhaisniSayBr i WashingtantPostSéptembgrs) |y i n Chi |
2007.
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analysts, U.a8.n mChviensa tcoudantbe counterproducti ve
away from the United States.

On

the other si
They can be grouped roughlyoilntfavtiows enthamwnlce do f
engagement with

de are thoses wharaeraes i mgr @ eqga romear n

regional states as a ngans of ma

ri se. Another school favors strategies that woul
and/ or hedge againsgs$ theepmagibel mbyetagtgr €E8snve

The

X

foll owing are possible policy options.

Pl ace renewed emphasi’'s ahlranogigelratiags Ampe
region while not emphasizing a policy of cont
Amer's talance relationships in Asi a, such as wi
wel | as our Strategic Framework Agreement wit
robust, others in Southeast Asia, such as wi't
not as cl ose asi nihteiyatoinwes wteao er.eiNrewi gor ate t h
could not only take into account American int
accommodate ourcoenecantmrg.i c partners

Reach out to other regional states and seek t
bi | at er al basis through trade agreements and

Il ncrease fo n assistance funding and/ or de
addresses t st pat'hoigroéssenédnChiinm domest i
af fairs.

reig
he a
Devel oppr ongermams t o assist emerging democracies

I ndonesia. Use American soft power as a c¢hamg
influence with emerging democracies in the r¢

The United States could signAG)heanmdeaty of A
seek to join the East Asia Summit process. Tt
coexistence and respect for the principles of
noinnt erference. The United States reportedly
for fear that it could constrain U.S. militar
n
t

and mul t

Rai se the al
he wrong si

| evel di pl
attention
consi sten
regional
goal s by
ones as Ww

Establish a
n
i

ty given to regio
attention sends
eseegboChina. The United St at

- —

B

cipate in regional fora to
he United States would al st
AMIEEA N csatha tpes omrdtt icersl youdn on

Q T @O0

- 35 " —T™ O T
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®OD0 S
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process with China \
es not seek to count
ythSuehfanotapprdavhr

fr ai med at neutralizing /
Al t hough ategies may be prudent t
l ess than ise by China, reinvigor at
budilng measures and other forms of engagement
that the United States and its allies are not
i mportant to prevent China from adopting a st
strategetweemwalthg bnited States and China in

@ D

t hat t he
contain

Chi na o]
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tiate
in a way
and bring

X I ni a
t
S
X Wel come | n
S
a

new program ai med at engaging regi
hat both supports moderate I sl am ir
t her Una treedg iSamaale sMuwsd loisre st at es.
dian, Japanese, and Australian invc
tates desire such involvement, as
power engagement and prevemolang tér from being
e

bet ween th United States and China.

X Pursue FTA negotiations with ASEAN and /or pr
broad trade agreement within APEC.

X Pursue more robust hedge strategies through

regional

and friendsvocSotneed htalvee uasde of the tril ateral
Japan, and the United States as a starting p«
al so suggested the inclusion of I ndia into s
Australia, Japarm, aand plpmndiaa hmdlees ssud i kel y to
these states if it appears to be aimed at <col
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Figure 1. Southeast Asia and Surrounding Countries
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Source: Map Resources. Adapted by CRS.
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